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INDEPENDENT AUDITOR'S REPORT

Board of Commissioners

Wax Lake East Drainage District of the
Parish of 5t. Mary

Patterson, Louisiana

We have audited the accompanying financial statements of the governmental activities and each major
fund of the Wax Lake East Drainage District of the Parish of St. Mary (hereinafter, the “District”), a component
unit of the Parish of St. Mary, as of and for the year ended September 30, 2009, which collectively comprise the
District’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the District’s management. Our responsibility is to express opinions on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America, and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Those Standards require that we plan and perform the andit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evalvating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our apinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the District, as of September
30, 2009, and the respective changes in financial position for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Member of:
AMERICAN INSTIYUTE OF

CERTIFIED PUBLC ACCOUNTANTS

Megmber of:
SOCIETY OF LOUISIANA

CERTIFIED PUBLIC ACCOUNTANTS


http://KC5RCPAS.COM

In accordance with Government Auditing Standards, we have also issued our report dated March 1, 2010,
on our consideration of the District's internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agrecments and other matters. The purpose of
that report is to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

The District has not presented management’ s discussion and analysis that the Governmental Accounting
Standards Board has determined is necessary to supplement, although not required to be part of, the basic
financial statements.

The budgetary comparison informatian on pages 22 and 23 is not a required part of the basic financial
statements but is supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.

Kolder, Champagne, Slaven & Company, LLC
Certified Public Accountants

Maorgan City, Louisiana
March 1, 2010
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WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Statement of Net Assets
September 30, 2009

ASSETS

Current assets:
Cash
Interest-bearing deposits, at cost
Receivables -

Accrued interest
Other

Prepaid expenses

Total current assets

Noncurrent assets:
Capital assets, net of accumulated depreciation

Total assets
LIABILITIES
Current liabilities:

Accounts payable
Accrued liabilities

Bonds payable
Due to other governments

Total current habilities

Noncurrent liabilities:
Bonds payable, less current portion

Total liabilities
NET ASSETS
Invested in capital assets, net of related debt

Restricted for debt service
Unrestricted

Total net assets

Governmental
Activities

$ 12,124
1,774,063

4,588
70
14,470

1,805,315

_3.887.996

5,693,311

36,629
13,734
165,000
626

215,989

3,105,000

3,320,989

617,996
412,281
1,342,045
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WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Statement of Activities
Year Ended September 30, 2009

Program
Revenues Net (Expenses) Revenues
Charges for And Changes in
Functions/Programs Expenses Services Net Assets
Governmental activities;
Drainage works $ 637,195 $ - $ (637,195
General revenues:
Ad valorem taxes 875,753
Intergovernmental 47,691
Interest income 14,516
Miscellaneous 3,835
Total general revenues 941,795
Change in net assets 304,600
Net assets — beginning of year 2,067,722

Net assets -- end of year

The accompanying notes are an integral part of the basic financial statements.
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WAX LAKE EAST DRAINAGE DISTRICT

OF THE PARISH OF ST. MARY

Balance Sheet
Governmental Funds
September 30, 2009

ASSETS

Cash
Interest-bearing deposits, at cost
Receivables -

Accrued interest

Other

Prepaid expenses

Total assets
LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable
Accrued liabilities
Due to other governments
Total liabilities

Fund balances:
Reserved for debt service
Unreserved

Total fund balances

Total liabilities and fund balances

Total
Debt Governmental

General Service Funds
$ 12,124 % - $ 12,124
1,351,207 422,856 1,774,063
4,544 44 4,588
40 30 70
14,470 - 14 470
1,382,385 $422,930 $1,805,315
36,629 $ - $ 36,620
3,085 - 3,085
626 - 626
40,340 - 40,340
- 422,930 422 930
1,342,045 - 1,342,045
1,342,045 422,930 1,764,975
$1,382,385 $422.930 $1,805,315

{continned}



WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Balance Sheet (continued)

Governmental Funds
September 30, 2009

Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Assets:
Total fund halances for governmental funds at September 30, 2009 $1,764,975

Total net assets reported for governmental activities in the statement of net
assets is different because:

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds. Those assets consist of:

Construction in progress $ 56451
Drainage property, net of $885,418 accumulated depreciation 3,757,092
Equipment, net of $73,291 accumulated depreciation 68,965
Improvements, net of $1,799 accumulated depreciation 5,488 3,887,996

Long-term liabilities at September 30, 2009

Bonds payable (3,270,000)
Accrued interest payable (10,649) (3,280,619)
Total net assets of governmental activities at September 30, 2009 52,372,322

The accompanying notes are an integral part of the basic financial statements.



WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Statement of Revenues, Expenditures, and Changes in Fund Balances
Govemmental Funds
Year Ended September 30, 2009

Total
Debt Governmental
General Service Funds
Revenues:
Taxes $ 415,063 $ 460,690 $ 875,753
Intergavernmental 47.691 - 47,691
Interest income 13,307 1,209 14,516
Miscelianeous 3835 - 3,835
Total revenues 479,896 461 ,899 041 ,795
Expenditures:
Current -
Drainage works 289,802 15,385 305,277
Debt Service -
Principal - 155,000 155,000
Interest and fiscal charges - 132,181 132,181
Capital OQutlay 57,944 - 57,944
Total expenditurcs _ 347836 302566 650402
Net change in fund balances 132,060 159,333 291,393
Fund balances, beginning 1,209,985 263,597 1,473,582
Fund balances, ending $1,342,045 § 422,930 $1,764,975
{continued)

10




WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Statement of Revenues, Expenditures, and Changes in Fund Balances (continued)
Governmental Funds
Year Ended September 30, 2009

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds to the Statement of Activities:

Amounts reported for governmental activities in the statement
of activities are different because:

Net change in fund balances - governmental funds $ 291,393

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of those assets is allocated aver
their estimated useful lives and reported as depreciation expense.
Capital outlay which is considered expenditures on Statement
of Revenues, Expenditures and Changes in Fund Balances § 57944
Depreciation expense for the year ended September 30, 2009 (200,286) (142,342)

The governmental funds report principal payments on
general obligation bonds as expenditures. However, for
purposes of governmental activities, such payments are
a direct recluction of the debt. 155,000

Interest on long-term debt in the statement of activities differs
from the amount reported in the government funds because
interest is recognized as an expenditure in the funds when it
1s due, and thus requires the use of current financial resources,
In the statement of activities; however, interest expense is
recognized as the interest accrues, regardless of when it is due.
Therefore, the difference between the current and prior year

interest accruals must be added back. 549
Total changes in net assets at September 30, 2009 per Statement of Activities $ 304,600

The accompanying noles are an integral part of the basic finuncial statements.
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WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Notes to Basic Financial Statements

(1) Summary of Significant Accounting Policies

The Wax Lake East Drainage District of the Parish of St. Mary (District), which is a component unit
of the St. Mary Parish Council, was created by Ordinance No. 706 of the St. Mary Parish Police Jury on
August 11, 1965. The purpose of the District is the draining and reclaiming of the undrained or partially
drained marsh, swamp, and overflowed lands in the area specified in its creation ordinance.

A Financial Reporting Entity

This report includes all funds which arc controlled by or dependent on the
District’s executive and legislative branches (the Board of Commissioners). Control by
or dependence on the District was determined on the basis of budget adoptions, taxing
authority, authority to issue debt, election or appointment of governing body, and other
general oversight responsibality. The District is an integral part of the Parish of St.

Mary.
B. Government-Wide and Fund Financial Statements

The government-wide financial statements report information on all of the
activities of the government. For the most part, the effect of interfund activity has been
removed from these statements. Both the government-wide and the fund financial
statement categorize primary activities as governmental.

The statement of activities demonstrates the degree to which the direct expenses
of a given function or segment is offset by program revenues. Direcl expenses are those
that are clearly identifiable with a specific function or segment. Taxes and items not
properly included among program revenues are reported as general revenues.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are
recorded when eamned and expenses are recorded when the liability is incurred,
regardless of the timing of the related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized
as revenues in the year for which they are earned.



WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Notes to Basic Financial Statements {(continued)

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues
are recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities for the current period. For this purpose, the
government considers revenues to be available if they are collectible within the current
period or soon enough thereafter to pay liabilities of the current period. Revenues are
considered to be available if they are collected within 60 days of the end of the current
fiscal period. Expenditures generally are recorded when a liability is incurred, as under
accrual accounting.

Ad valorem taxes and interest associated with the current fiscal period are all
considered to be susceptible to accrual and have been recognized as revenues of the
current fiscal period. Ad valorem taxes are recognized as revenues in the year in which
such taxes are levied and billed to taxpayers. Other major revenues that are considered
susceptible to accrual include earned grant revenues and other intergovernmental
revenues, and interest on investments.

The District maintains two funds. They are categorized as governmental funds.
The emphasis on fund financial statements is on major governmental funds, each
displayed in a separate column. A fund is considered major if it is the primary operating
fund of the entity or meets the following criteria:

a. Total assets, labilities, revenues, or expenditures/expenses of that
individual governmental or enterprise fund are at least 10 percent of the
corrgsponding total for all funds of that category or type; and

b. Total assets, liabilities, revenues, or expenditures/expenses of the
individual governmental or enterprise fund are at least 5 percent of the
corresponding total for all governmental and enterprise funds combined.

Governmental Funds —
The focus of the governmental funds’ measurement (in the fund statement) is
upon determination of financial position and changes in financial position {sources,

uses, and balances of financial resources) rather than upon net income. The following is
a description of the governmental funds of the District, which are also the major funds:

13



WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Notes to Basic Financial Statements (continued)

General Fund

The General Fund is the general operating fund of the District. It is used to
account for all financial resources except those required to be accounted for in another
fund.

Debt Service Fund

The Debt Service Fund 1s used to account for the accumulation of funds for the
periodic payment of principal and interest on general long-term debt.

Interest-bearing Deposits

Interest-bearing deposits are stated at cost, which approximates market. The
interest-bearing deposits are time deposits which are fully secured throogh the pledge of
bank-owned securities or the Federal Deposit Insurance Corporation (FDIC) insurance
COVerage.

Receivables

In the government-wide statements, receivables consist of all revenues earned at
year-end and not yet received. Major receivable balances for the governmental activities
include interest.

Capital Assets

All capital assets purchased or acquired with an original cost of $1,000 or more
are reported at historical cost or estimated histortcal cost. Contributed assets are
reported at fair market value as of the date received. Additions, improvements, and
other capital outlays that significantly extend the useful life of an asset are capitalized.
Other costs incurred for repairs and maintenance are expensed as incurred.
Depreciation on all assets is provided on the straight-line basis over the following
estimated useful lives:

Drainage system 10-25 years
Equipment 5-10 years
Improvements 5-25 years

14



WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Notes to Basic Financial Statements (continued)

Budgetary Practices

Annually, the District adopts a budget for all funds. The budgetary practices
include public notice of the proposed budget, public inspection of the proposed budget,
and public hearings on the budget. Formal budgetary integration is employed as a
management control device during the year. The budget is prepared on a modified
accrual basis. Budget amounts included in the accompanying financial statements
reflect originally adopted budget amounts and all subsequent amendments. All
budgetary appropriations lapse at the end of each fiscal year.

Vacation and Sick Leave

The District has no existing written policy oa vacation and sick leave. These
are recognized as expenditures when paid.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make certain estimates and assumptions.
Those estimates affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements. Actual results
may differ from these estimates.
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WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Notes to Basic Financial Statements (continued)

Cash and Interest-Bearing Deposits

Under state law, the District may deposit funds within a fiscal agent bank organized under the
laws of the State of Louisiana, the laws of any other state in the Union, or the laws of the United States.
The District may invest in certificates and time deposits of state banks organized under Louisiana law
and national banks having principal offices in Louisiana. At September 30, 2009, the District has cash
and interest-bearing deposits (book balances) totaling $1,786, 187 as foliows:

Demand deposits $ 12,124
Money market accounts 958,808
Time deposits 815255

Total $1,786,187

These deposits are stated at cost, which approximates market. Under state law, these deposils,
(or the resulting bank balances) must be secured by federal deposit insurance or similar federal security
or the pledge of securities owned by the fiscal agent bank. The market value of the pledged securities
plus the federal deposit insurance must at all times equal the amount on deposit with the fiscal agent
bank. These securities are held in the name of the District or the pledging fiscal agent bank by a holding
or custedial bank that is mutually acceptable to both parties. Deposit balances (bank balances) at
September 30, 2009, are secured as follows:

Bank balances $ 1,789,677
Federal deposit insurance $1311,058
Pledged securities 478,619

Total federal insurance and pledged securities $1,789,677

Custodial credit risk for deposits is the risk that in the event of the failure of a depository
financial institution, the District’s deposits may not be recovered or will not be able to recover collateral
securities that are in the possession of an outside party. The District does not have a policy to monitor or
attemnpt to reduce exposure to custodial credit risk. However, as of September, 2009, the District’s total
bank balances were fully insured and coltateralized with securities held in the name of the District by the
pledging financial institution’s agent and, therefore, not exposed to custodial credit risk.

16
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WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF 5T. MARY

Notes to Basic Financial Statements (continued)

Ad Valorem Taxes

Ad valorem taxes attach as an enforceable lien on property within the District's taxing area as of
January 1 of each year. Taxes are levied by the District in September or October and are actually billed

. to taxpayers in November or December. Billed taxes become delinquent on January 1 of the following

year. The St. Mary Parish Sheriff bilis and collects the District's property taxes using the assessed values
determined by the tax assessor of St. Mary Parish. District property tax revenues are budgeted in the
year billed.

For the year ended September 30, 2009, taxes of 10.27 mills were’]evied on property with
assessed valuations totaling $87,419,390 and were dedicated as follows:

Maintenance and operations 3.20 Mills
Construction and maintenance 1.82 Mills
Debt service 5.25Mills

Total taxes collected were $897,798. Total taxes receivable at September 30, 2009 was $83.

Capital Assets

Capital asset activity as of and for the year ended September 30, 2009 was as follows:

Beginning Ending
Balance Additions Deletions Balance
Capital assets not being depreciated
Construction in Progress $ - % 56451 3 - % 56,451
Total capital assets not being depreciated 3 - % 36451 - 56,451
Capital assets being depreciated:
Drainage property 4,642,510 - - 4,642,510
Equipment 140,763 1,493 - © 142,256
Improvements other than buildings 7,287 - - 7,287
Total capital assets 4,790,560 1,493 - 4,792,053
Less accumulated depreciation:
Drainage property (699,718) (185,700) - (885,418)
Equipment (58,997) (14,294) - (73,291)
Improvements other than buildings (1,50 (252) - {1,799)
Total accumulated depreciation (760,222) (200,286) - (960,508)
Total capital assets, being depreciated, net 4,030,338 (198,793) - 3.752.561
Total capital assets, net $_4030338 3 (142340 3 - 53887996

Depreciation expense in the amount of $200,286 was charged to drainage works.

At September 30, 2009 the District had an uncompleted contract in the General Fund. The
remaining commitment on the contract was approximately $56,451.

17



WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Notes to Basic Financial Statements {(continued)

(5) Accrued Liabilities

The accrued liabilities consisted of the following at September 30, 2008:

Governmental
Activities
Payroll taxes payable 3 3,085
Interest payable 10,649
Total accrued liabilities $ 13734
{6) Changes in Long-Term Debt
Balance Balance Due Within
10/1/2008 Additions Deletions 9/30/2009 One Year
General obligation bonds $3,425,000 b - $ 155,000 $3,270,000 $ 165,000
Bonds payable at September 30, 2009, is comprised of the following issue:
General obligation bonds:
$4,000,000 general obligation bonds, Series 2003, issued April 1, 2003 for
construction of Berwick Borrow Canal Pump Station, payable in annual
installments of $145,000 to $320,000 through March 1, 2023, with a variable
$ 3270000

interest rate ranging from 3.5% to 4.5%

The annual requirements to amortize all debt outstanding as of September 30, 2009 are as

follows:
Year Ending

September 30, Principal Interest Total
2010 165000  $ 124488  § 289488
2011 170,000 ¥17,787 287,787
2012 180,000 110,788 290,788
2013 190,000 103,388 203,388
2014 200,000 96,038 296,038
2014-2019 1,175,000 359,295 1,534,295
2020-2023 1,190,000 101,241 1,291,241
$ 3,270,000 $ 1,013,023 $ 4,283,025

Interest expense in the amount of $132,181 was charged to drainage works.
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WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Notes to Basic Financial Statements (continued)

Compensation Paid to Board Members

For the year ended September 30, 2009, the following individuals served on the Board of
Commyssioners and received per diem allowance as follows:

Anthony Boudreaux, Jr. $ 480
Leroy Gray 480
Lee Felterman 540
Jeffery LaGrange 600
Tony Hensgens 420
Williarn Hidalgo, Jr, 600
Barry Broussard 60
Glen Elliott 360
Richard Grow 120
Total $ 3,660

Social Security System

All employees of the District participate in the Social Security System. The District and its
employees contribute a percentage of each employee’s salary to the System (7.65% contributed by the
District and 7.65% by the employee). The District’s contribution during the year ended September 30,
2009 amounted to $9,561.

Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The District has
elected to purchase insurance coverage through the commercial insurance market to cover its exposure to
loss. The District is insured up to policy limits for each of the above risks. There were no significant
changes in coverage, retentions, or limits during the year ended September 30, 2005. Settled claims have
not exceeded the commercial coverage in any of the previous three fiscal years.

New Accounting Pronouncements

In November 2004, the Governmental Accounting Standards Board (GASB) issued Statement
45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than
Pensions. This statement requires the accrual of postemployment benefits for retired employees. The
District is required to implement this standard for the fiscal year ending September 30, 2010. The
District has not yet determined the full impact that adoption of GASB Statement 45 will have on the
financial statements.
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WAX LAKE EAST DRAINAGE DISTRICT

OF THE PARISH OF ST. MARY

General Fund
Budgetary Comparison Schedule
Year Ended September 30, 2009

Variance with

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amounts {(Unfavorable)
Revenues:
Taxes $ 370,000 $ 415,000 3 415,063 $ 63
Intergovernmental-
State of Louisiana-
State Revenue Sharing 90,000 36,000 47,691 11,691
Miscellaneons 6,000 18,800 17,142 (1,658
Total revenues 466,000 469.800 479.896 _ 10,096
Expenditures:
Current -
Drainage works:
Advertising 1,500 1,000 as3 47
Electrical 450 450 421 29
Insurance 30,000 30,000 30,946 (946)
Maintenance and repairs 85,000 88,000 62,396 23,604
Miscellaneous 1,900 3,800 3,752 48
Natural gas 110,000 50,000 41473 8,527
Office supplies 250 250 194 56
Payrol] tax expense 7,500 8,000 9,561 (1,561)
Per diem - board 4,320 3,840 3,540 300
Professional fees 4,400 4,500 4,475 25
Salaries and wages 104,000 113,500 113,141 359
Supplies 4,000 5,000 3,252 1,748
Assessors Compensation 12,500 13,900 13,862 38
Telephone 1,500 1,200 1,926 (726)
Total drainage works 367,320 323,440 289,892 33,548
Capital outlay - 3,500 57,944 (54,444)
Total expenditures 367,320 326,940 347,836 (20,396)
Net change in fund balance 98,680 142,860 132,060 (10,800)
Fund balance, beginning 1,231,174 972,145 1,209,985 237,840
Fund balance, ending $1.329.854 1,115,005 $ _1.342.045 $ 227040
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WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Note to Budgetary Comparison Schedule

(n Basis of Accounting

The budget for the General Fund is adopted on a basis consistent with generally accepted
accounting principles (GAAP). Budgeted amounts are as originally adopted or as finally
amended by the District.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners
Wax Lake East Drainage District of the

Parish of St. Mary
Patterson, Louisiana

We have audited the financial statements of the governmental activities and each major fund of Wax
Lake East Drainage District of the Parish of St. Mary (hereinafter, the “District™), a component vait of the Parish
of St. Mary, as of and for the year ended September 20, 2009, which collectively comprise the District’s basic
financial statements and have issued our report thereon dated March 1, 2010, We conducted our audit in
accordance with auditing standards generally accepted in the United States of America, and the standards
applicable to financial audits contained in Governiment Auditing Standard, issued by the Comptroller General of
the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District’s internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s internal control
over financial reporting. Accordingly, we do not express an opinton on the effectiveness of the District’s internal
control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial reporting
that might be significant deficiencies or material weaknesses. However, as discussed below, we identified certain
deficiencies in internal control over financial reporting that we consider to be significant deficiencies.
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A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements on a
timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the District’s ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the District’s financial statements that is more than inconsequential will not be prevented or
detected by the District’s internal control. We consider the deficiencies identified as items 2009-1 and 2009-2
and described in the accompanying schedule of audit results and findings to be significant deficiencies 1n internal
control over financial reporting.

A material weakness is a significant defictency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the District’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal control that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that
are also considered to be material weaknesses. However, of the significant deficiencies described above, we
consider item 2009-1 to be a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisians was not an objective of our audit and, accordingly, we do not express such an opinion. The results of
our test disclosed an instance of noncompliance that is required to be reported under Government Auditing
Srandards and is described in the accompanying schedule of audit results and findings as item 2009-3.

The District’s response to the findings identified in our audit is included in the accompanying corrective
action plan for cusrent year findings. We did not audit the District’s response and, accordingly, we express no
opinion on it.

This report is intended solely for the information of the District’s Board of Commissioners, the Louisiana
Legislative Auditor, management and others within the organization and is not intended to be and should not be
used by anyone other than thase specified parties. Although the intended use of this report may be limited under
Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public document in
accordance with Louisiana Revised Statute 44:6.

Kolder, Champagne, Slaven & Company, LLC
Certified Public Accountants

Morgan City, Louisiana
March 1, 2010
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WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Schedule of Audit Results and Findings
Year Ended September 30, 2009

Part I: Summary of Auditor’s Results
FINANCIAL STATEMENTS

- An unqualified opinion was issued on the District’s financial statements.
— Significant deficiencies in internal control over financial reporting were disclosed by the
audit of the financial statements and one of the conditicns 1s considered a material

weakness.

- An instance of noncompliance is required to be reported under Government Auditing
Standards and 1s considered material to the financial statements.

— A management letter was not issued.
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WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF 5T. MARY

Schedule of Audit Results and Findings {continued)
Year Ended September 30, 2009

Part II: Findings reported in accordance with Governmental Auditing Standards

A. Internal Control

2009-1 Inadequate Segregation of Duties

CONDITION: Accounting and financial functions are not adequately segregated.

CRITERIA: SASI109, Understanding the Entity and its Environment and Assessing the Risks of
Material Misstatement, AU §314.43 defines internal control as follows:

“Internal control is a process — effected by those charged with governance,
management, and other personnel —designed to provide reasonable assurance about the
achievement of objectives with regard to reliability of financial reporting, effectiveness
and efficiency of operations, and compliance with applicable laws and regulations.

Additionally, Statements on Standards for Attestation Engagements (SSAE) AT §501.03 states:

An entity’s internal control over financial reporting includes those policies and
procedures that pertain to an entity’s ability to record, process, summarize, and report
financial data consistent with the assertions embodied in either annnpal financial
statements or interim financial statements, or both.”

CAUSE: The cause of the conditions is the result of a failure to design and implement policies and
procedures necessary to achieve adequate internal control,

EFFECT: Failure to adequately segregate accounting and financial functions increases the risk that
errors and/or irregularities including fraud and/or defalcations may occur and not be prevented
and/or detected.

RECOMMENDATION: Due to the size of the operation and the cost-benefit of additional
personnel, it may not be feasible to achieve complete segregation of duties.
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WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Schedule of Audit Results and Findings (continued)
Year Ended September 30, 2009

2009-2 Application of GAAP (generally accepted accounting pringiples)

CONDITION: Management and staff lack the trainifg and expertise in the selection and
application of GAAP in the financial statement preparation process.

CRITERIA: SAS112, Communicating Internal Control Related Marters Identified in an Audit, AU
§325.18, states in pertinent part:

“Deficiencies in the following areas ordinarily are at least significant deficiencies in
internal control:

¢ Controls over the selection and application of accounting principles that are in
conformity with generally accepted accounting principles. Having sufficient
expertise in selecting and applying accounting principles is an aspect of such
controls.”

Furthermore, AU §325.32 identifies the following as a deficiency in the design of (internal)
controis:

“Employees or management who lack the qualifications and training to fulfill their
assigned functions. For example, in an entity that prepares financial statements in
accordance with generally accepted accounting principles, the person responsible for the
accounting and reporting function lacks the skills and knowledge to apply generally
accepted accounting principles in recording the entity’s financial transactions or
preparing its financial statements,”

CAUSE: The cause of the conditions is the result of a failure to design and implement policies
and procedures necessary to achieve adequate internal control,

EFFECT: Financial statements and related supporting transactions may reflect a material departure
from generally accepted accounting principles.

RECOMMENDATION: The additional costs required to achieve the desired benefit may not be
economically feasible.
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WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Schedule of Audit Results and Findings (continued)
Year Ended September 30, 2009

B. Compliance
2009-3 Budget Variance
CONDITION: Budget variance in excess of 5% was incurred in the General Fund.

CRITERIA: LSA-RS 39:1311 et seq, Budgetary Authority and Control, provides for the
following:

“A. The adopted budget and any duly authorized adopted amendments shall form the
framework from which the chief executive or administrative officers and members of
the governing authority of the political subdivision shall monitor revenues and control
expenditures. The chief executive or administrative officer for a political subdivision
subject to public participation shall advise the governing authority or independently
elected official in writing when:

(1) Total revenue and other sources plus projected revenue and other sources for
the remainder of the year, within a fund, are failing to meet total budgeted
revenues and other sources by five percent or more.

(2) Total actual expenditures and other uses plus projected expenditures and other
uses for the remainder of the year, within a fund, are exceeding the total budgeted
expenditures and other uses by five percent or more.

(3) Actual beginning fund balance, within a fund, fails to meet estimated
beginning fund balance by five percent or more and fund balance is being used to
fund current year expenditures.

CAUSE: The condition results from a failure to properly monitor the revenues and  expenditures
of the general fund.

EFFECT: The District may not prevent and/or detect compliance violations due to over

expenditure of the appropriated budget, and/or errors or irregularities on a timely basis. Also, the
Board may be subject to the penalty provistons of LSA-RS14:134.

RECOMMENDATION: We recommend that the District pericdically compare actual activity to

budgeted amounts and adopt budgetary amendments as necessary to cause compliance with state
statute.

Part III: Findings and questioned costs for federal awards reported in accordance with Office of Management
and Budpget Circular A-133:

The requirements of OMB Circular A-133 do not apply to the District.
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WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Summary Schedule of Prior Year Findings
Year Ended September 30, 2009
A, Internal Control —
2008-1 — Segregation of Duties:
CONDITION: Accounting and financial functions are not adequately segregated.

RECOMMENDATION: Due to size of the operation and the cost-benefit of additional
personnel, it may be feasible to achieve complete segregation of duties.

CURRENT STATUS: See schedule of audit results and findings, item 2009-1.
2008-2 - Application of GAAP

CONDITION: Management and staff lack the training and expertise in the selection and
application of GAAP in the financial statement preparation process.

RECOMMENDATION: The additional costs required to achieve the desired benefit may not be
economically feasible.

CURRENT STATUS: See schedule of audit results and findings, item 2009-2,

B. Compliance —
2008-3 Budget Variance
CONDITION: Budget variance in excess of 5% was incurred in the General Fund.
RECOMMENDATION: We recommend that the District periodically compare actual activity to
bhudgeted amounts and adopt budgetary amendments as necessary to cause compliance with state

statute.

CURRENT STATUS: See schedule of audit results and findings, item 2009-3.

C. OMB A-133 -

This section was not applicable.
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WAX LAKE EAST DRAINAGE DISTRICT
OF THE PARISH OF ST. MARY

Corrective Action Plan for Current Year Findings
Year Ended September 30, 2009
2009-1 - Segregation of Duties:
CONDITION: Accounting and financial functions are not adequately segregated
MANAGEMENT’S RESPONSE: Not considered necessary
2009-2 - Application of GAAP (generally accepted accounting principles)

CONDITION: Management and staff lack the training and expertise in the selection and application of
GAAP in the financial statement preparation process.

MANAGEMENT"S RESPONSE: The District has evaluated the cost / benefit of establishing internal
controls over the preparation of financial statement in accordance with GAAP and determined that it is
the best interest of the District to outsource this task to its independent auditors and will review, approve,
and accept responsibility for the content and presentation of the statements and related notes prior to
issuance.

2009-3 - Budget Variance
CONDITION: Budget variance in excess of 3% was incurred in the General Fund.

MANAGEMENT’S RESPONSE: The District will more closely monitor budget to actual comparisons and
adopt the necessary amendments to insure compliance with state statue.
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